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DEPARTMENT OF TAXATION AND FINANCE
BOARD OF COMFERERS -~ CORPORATION TAX BURNAU

ATHE JABORATORIRS . XMt s
for redetermination of a deficiency or s
for refund of franchise tax under Article

9-A of the Tax lLaw for the privilege year .
ended December 31, 1964.

Patitions
Mo, 7, 8 and 9

Taxes were computed on an individual basis against the above

corporations as followss

Raths Industries.Inc.
Minimum Tax
Subsidiary Capital Tax
Total Tax
Theta Enterprises.Ing.
Business Capital
Tax at 1 Mill
Subsidiaxy Capital Tax
Total Tax
Rathe lahoratories.Ine.

Entire Net Income
Business allocation
New York Base

Tax at St

$ 25.00
1,243.37
$1,270.37

$2,170,128.00

2,170.1)
2,890.1)

$ 5,060.26

$1,066,114.00

59.421%
633,496.00

$ 34,642,208

On April 28, 19635 the taxpayer transmitted a letter to the bureaun

reguesting permission to file on a combined basis.

After extended corres~

and a gonference held in the Albany office attended by William J.

Schults, secre

and his assistant, John Demne,

tary-treasurer of the taxpa
with Bdward Scully and Bob Henk mmtg:‘thc bureau, the tax was fixed

on an individual basis.

Petition for redetemmination of deficiency or for refund of Lax was

timely filed on June 29, 1966,

A pre
beforxe John J. Genevich.
dieated William J, Schults and John Deane.

hearing was held in New York City on October 19, 1966
The taxpayer was represented by the above in-

The top parent, Pathe Industries,Inc., holds 100% of the stock of
Theta Enterprises.Inc. and the latter is 100X owner of Pathe lLaboratories,

Inc. The top paren
sexvices to the other two

no employees.
Laboratories,Inc., because of large

S8,

compan
in £ilm proceasing.

t furnishes substantial management, legal and accounting

Theta is & mere paper compan
It receives substantial interest from its subsidiaxy, Pathe
advances to it.
y currently in the group is Pathe Laboratories,Ine.,

y with

Because of the inter-relationships indicated above (1. the first

company being a holding company and

management, legal and account-

rendering
ing sexvices, 2. Theta being a mere holding company, and 3, Pathe Iaboxa-
tories,Inc. being the only operating company in the group) a strong case

is presented for a combined return,

However, we feel that some of the

deductions claimed on the returns of Pathe Industries,Inc. and Theta apply

to subsidiary capital activities relating to

to 1964, wvhen the

yoars
two held other active subsidiaries in addition to Pathe Laboratories,Ine.
For example, Pathe Industries,Inc. and Theta have substantial deductions

for interest expense paid to lending institutions.

The indedbtedness on

wvhich the interest expense was paid was incurred as far back as Deosmber, 1958




L

vhen a large loan was obtained from Prudential Insurance Company, The in~
debtedness wvas incurred to provide advances to other subsidiaries held prior
to 1954 in addition to Pathe Laboratories,Inc. Also, the deduction for

abandonment of leasehold more properly applies to subsidiary capi
Accoxdingly, a confersnce was held with

activities of years prior to 1964.

tal

the taxpayer on Maxch 21, 1967, at wvhich he was advised that a cembined

would be recommended for 1964 and subsequent years,

that

report

the $138,10% deduction for abandomment of leasehold was eliminated in 1964

and interest items were adjusted as indicated in schedule attached to this
computation of the revised entire net inoome for each company

report showing
for 1964 and 196S. The taxpayer agreed to the p

adjustaents.

roposed
Pathe Sound Service,Inc., a small operating subsidiary of Pathe Laboratories,

Inc., qualifies for inclusion in 1965,

Based on the foregoing, the Board recommends that ccmbined taxes be

fixed as followss

R S At [ Sl 2 P LaLe
Pathe tries,Inc.
Theta Enterprises,iInc.

Pathe Laboratories,Inec.

Condbined Entire Met Income

Combined business allocation % as per CT-3A filed
New York Base

Combined tax at 3ig

Plus minimum tax on two subsidiaries

Total combined tax

Less tax computed on individual basis as follows:

Pathe Industries,Inec. : $1,270.37
Bat SSserimh i, i
o8 - :
Reduction in tax ’ '

e

[V 4 Pt e

> ¢ ) LA
Pathe Industrias,Inc.
Theta Enterprises,Inc.
Pathe aborxatories,Inc.
Pathe Scund Sexvice,Inc,
Combined Entire Met Income
Conbined business allocation % as per CT-3A filed
New York Base
Combined tax at 8ipt |
Plus minimum tax on three subsidiaries
Total combined tax
Less tax paid as follows:

$195,884.00
(427,042.00)

. [
59.891%
453,591.08
24,947.91
50.00
24,997.51

G iayin

$(41,729.00
76,260,.00
423,996.00

[ 4 [ 4
57.813%
175%,770.60
9,667.38
7%.00
9,742.38

i

D. H. GILHOOLY

e memmerianeiie et
m .l -
Pathe Laboratories,Inc. 15,108.33
Pathe Sound Service,Inc. ——t 2200
Overpaynent
/s/ W. F. SULLIVAN
~ Chalrman
A d
ppm\é? A. DORAN /s/
/s/ J. J. GENEVICH
JJIGsNB
5/3/67

Approved  JAMES K. MACDUFF  5/10/67

Approved: WALTER MACLYN CONLON 9 MAY '67



Entire Net Income reported $(88,289)
Plus addback of deduction for

abandonment of leasehold _
Salance %
e " A TR e o)
CRp. Loy g .
Balance ’ ’ "m
Plus addback of interest axpense ,‘R,},,g*
Revised Entire Net Income for Combined Return P
e
Theta Entexpxises,.ing.
Income at item 33, page 1, CT-3 $(519,836)
Plus addback of intarest expense as follows:
Total Interest Expenss $179,031
Less Amount attributable to
Pathe Laboratories,ine. , M
Ravised Entire Net Income for Comb : $ »
Entire Net Income reported $1,066,114

T Thets Baterorises Tnos
a8 ¢
Revised Entire Net Income for Combined Return T"ﬂfm



Intire Met Income
Plus addback of Interest Expense
Revised Entire Net Income for Combined Return

Thata Enkarpxisss.Ing.
Income reported at Schedule B.item 6, CY-3
Flus addback of interest expense as follows;
Total Interast Expense $179,868
Less Amount attridutable to
Pathe laboratories, Inc.
Revised Entive Net Income for Combined

Ratha leborstories.lng.
Entire Net Inccme

Lese addback of interest paid to
Theta Enterprises,ine.
Revised Entire Net Incoms for Combined Return

[ S8 AR SPRARES P V5. 648

Entire Net Incoms as reported change




